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Relying on its extensive national distribution network, as well as an 


intricate web of international partners, Canada Post proudly stands behind 
its philosophy — /n Business to Serve. 


Executive Summary 


Canada Post Corporation’s. objec- 
tive is to provide effective postal 
services to Canadians. In parallel, 
the Corporation plays an important 
role in stimulating industry and 
prosperity by facilitating commer- 
‘ cial activities in Canada. To achieve 
its objective without recourse to 
government funding, Canada Post 
must operate as a commercially 
viable business, conscious of its 
~ mandate to society, and responsive 
to its customers and employees. 
This Corporate Plan sets. Canada 
. Post on a.course of action to meet 
these goals. 


The Corporation’s focus for more . 


than a decade has been predomi- 
nantly an internal one. Significant 
changes have been made to gain 
control of operations to improve 
performance at lower cost. This 
phase has been successful. While 
these improvements were: pivotal 
milestones in improving postal ser- 
vice, Canada Post must now direct 
its efforts outwards to attaining 
unparalleled customer service. It 
must be poised to meet the chal- 
lenges and seize the opportunities 
of an ever-changing postal business 
in the years ahead. With its record 
of accomplishment, Canada Post's 
determination to succeed is well 
founded. 

In order to achieve excellence in 


customer service, the Corporation’ 


must address a number of issues. It 


must continue to change the man- — 


ner in which it relates to its employ- 
ees, involves them in the business, 
and provides: them with the neces- 
sary training and development. 


- Canada Post must improve the way 


it does business in order to better 
serve the needs of customers and 


‘continue to provide affordable, reli- 


able universal service without 
recourse to government deficit 
appropriation. The Corporation . 
needs ‘to improve financial .perfor- 
mance. It must generate sufficient — 
resources to maintain and grow the ’ 
business and to provide a range of 
services that meet the needs of 


Canadian businesses and individu- 


als, while at the same time provid- 
ing a reasonable return to the share- 
holder. Finally, it must be able to 
manage the business within the 
parameters of its Current mandate in 
a way that provides all Canadians 
with an efficient and effective postal 
system. hs 


Corporate Plan 


Corporate Profile , | 


Canada Post Corporation is in busi- 


ness ta serve the communications 

_and distribution needs of Canadian 
consumers, businesses and other 
organizations. Through its extensive 
physical distribution network, com- 
bined with its electronic messaging 
tools, Canada Post reaches every 
home and business address in 
Canada. It serves more than 28 mil- 
lion Canadians, over 900,000 busi- 
nesses and public institutions, 
numerous international. customers 
and more than 200 postal adminis- 
trations around the globe. 

The Corporation serves the 
needs of customers through some 
18,500 retail points of access across 
the ‘country. In collecting, process- 


ing-and delivering more than 11 bil-. 


lion messages and parcels annually, 
Canada Post and its affiliated com- 
panies employ 62,500 full- and 
part-time employees. The mail 
entrusted to Canada Post is 
processed through a sophisticated 
network of 23 major mail process- 
ing plants. This mail is delivered 
within exacting performance stan- 
dards to over 12 million Canadian 
addresses. Canada Post operates a 
* fleet of more than 6,000 vehicles 
and is a major user of local, region- 
al and national air and surface 
transportation services. 


Historical Perspective : 


The provision of postal services in 
Canada has a long history of chal- 
lenges and change. : 

The Canada Post Corporation 
Act, proclaimed in October 1981, 
was designed to. transform the post 
office department into a business- 
like and self-sustaining Crown cor- 
poration. Postal rates established by 


the Corporation were to be fair and 
reasonable yet provide sufficient . 


revenue to. ensure timely and uni- 
versal service to all Canadians. 
Between 1982 and the close of 
1994, the basic letter rate increased 


at only 66 per cent of the Consumer: 


Price Index (CPI). 
Since incorporation, Canada 


~ Post has established the foundation 


on which more reliable and self- 
sustaining postal service for 


Canadians -is being Eoviea at rea- ° 


sonable cost. 

' Mail processing and letter carrier 
efficiency. were.improved signifi- 
cantly throughout the first decade. 


New operational control systems 


and efficiency programs were 
implemented and new-generation 
mail processing equipment was 
introduced to minimize the number 
of times mail is handled and maxi- 
mize the benefits of machine pro- 
cessing. In addition, the processing 


|. network was realigned from 29 


major processing plants in 1990 to 
23 today. Since incorporation the 
number of pices of mail processed 


per hour paid has increased by 64 
per cent. 

Canada Post also met the chal- 
lenge of serving an ever-growing 
number of addresses in a manner 
that avoids the high costs of door- 
to-door delivery but still provides 
customers with an effective level of 
service. Canadian demographics 
pose a unique challenge. Seventy- 
five per cent of the population live 
within 150 kilometres of the U.S. 


’ border, with the remaining popula- 


tion spread across a vast country. 
With a population density of three 
persons per square kilometre, 
Canada is one of the least densely 
populated countries in the world. 
Like other postal administrations, 
including the U.S., Sweden and 
Australia, the Corporation intro- 
duced alternative means of deliv- 
ery. Community mail boxes and 
kiosks now serve approximately 1.4 
million addresses. .Letter carrier 
routes have been restructured and 
measurement standards updated. 


~ The number of points of delivery 


served per hour paid: has increased 
by 30 per cent since incorporation. 
To ensure more convenient 
access to postal services, Canada 
Post has increased the number of 
locations where stamps and postal 
services can be purchased by 30 
per cent in the past six years. There 
are 18,500 retail points of access, 


over 75 per cent of which are oper- 
ated by the private sector, a practice 


dating back to the beginning of 


Canadian postal history. By build- 
ing on.its partnership with local 
businesses, the Corporation has 
been able to expand retail. accessi- 
bility,.reduce costs, and create addi- 
tional business opportunities in the 
private sector. | 
Today, there are four bargaining 
units representing over 90 per cent 
of Canada Post employees; In 1985, 
there were 29 bargaining groups 
represented by seven different bar- 
gaining agents, creating artificial 
boundaries amongst employees that 
hampered the Corporation in meet- 
ing customer requirements. ‘The 
presence of so many bargaining 
agents resulted in constant negotia- 


tions, with the Canadian public: 


continuously facing the threat of a 
postal disruption. The reduction in 
the number of bargaining units has 
simplified the contract negotiating 
- process, increased operational flexi- 
bility and provided employees with 
expanded job opportunities. Within 
the past six years, wage increases 
have been comparable to the 
Consumer Price Index while indus- 


try aggregate wage increases have . 


~ been marginally ahead of the CPI. 
The Corporation has. been suc- 
cessful in. correcting many internal 


deficiencies and implementing the © 


infrastructure, processes and sys- 
tems to gain control of postal opera- 
tions and ensure reliable postal ser- 
vice. Canada Post must now direct 


wn 2949S: 


its efforts to achieving unparalleled 
customer service. 


Business Plans 
Corporate Priorities 
Canada 
Corporation established five corpo- 
rate priorities to provide overall 


guidance to the company. They are . 


to: improve employee relations; 
improve customer responsiveness; 
improve financial performance; 
increase decentralization of respon- 
sibilities; and, effectively manage 
the evolution of services. | 

The Corporation remains com- 
mitted to these priorities and has 


now refined them and set specific 


objectives, which are milestones 
that must be met if Canada Post is 


to achieve its priorities. They are to: © 
~e implement human resource 


practices that will enable CPC to 
deliver world-class services; 

e build an environment that pro- 
motes full employee ‘participa- 
tion; 

* be committed to service excel- 
lence by anticipating, respond- 
ing to-and exceeding customer 
expectations; 

e earn sufficient returns to sustain 
and develop the business; 

¢ be a leader in introducing innov- 
ative services that anticipate and 
respond to customer needs. 


To achieve its priorities and face 


the challenges of the future, the 


Post 


- Corporation must have a clear busi- 
“ness strategy. Canada Post has 
‘undertaken the major initiative to 
examine the business and establish 


an integrated plan for growing the 


- business, serving its customers bet- 


ter and further improving productiv- 
ity. | 
An important vehicle for change 
is CPC’s Learning Institute, an edu- 
cation and training initiative that 


will support all employees in devel- 


oping new skills and a better under- 


standing of the challenges facing 


the company. The Institute will 
combine new programs with the 
best elements of existing training 


and development initiatives to 


place more emphasis on customer 
service, product knowledge and 
career development. In addition to 


delivering programs to employees, 


the Learning Institute will sponsor 
research in .new business trends, 


technologies and.other areas that 


will help shape. Canada Post. A: 
fundamental objective of the 
Learning Institute is to encourage 
and promote the leadership devel- 
opment of individuals within CPC 
and help individuals upgrade cur- 


- rent job skills, learn new transfer- 
able skills, and identify and take 


advantage of career progression 
opportunities. To contribute to the 
quality of the Learning Institute’s 
programs, Canada Post has 
involved the business school of 


~Queen’s University and Hautes 


“Etudes Commerciales, 
schools. 


Involving Employées 
Canada Post will implement 
human resource practices that 
enable CPC employees to deliver 
world-class services. 

Canada Post is a, labour-intensive 
company; more than 90 per cent of 
employees are represented by four 

~ bargaining groups. While over the 
past decade significant progress has 
been made in improving the dia- 
logue and. relationship with 
employees and the unions that rep- 
resent them, more dramatic 
improvements are required to 


ensure CPC can remain competi- 


-tive, thereby creating career oppor- 
tunities for employees. 

Surveys of Canada Post ee 
ees have indicated that, while 
employees have a highly favourable 
opinion of the Corporation asa 
whole, there remain areas for 
improvement: more information 
about corporate plans and pro- 
grams, opportunities to develop and 
realize employees’ potential, “and 
improved handling of workplace 


issues. 
In the highly competitive envi- 
- ronment in-which CPC operates, 
retaining current customers and the 
revenue base associated with them 
will require significant improve- 
_ ments to customer satisfaction. 


two of . 
Canada’s most respected business 


Studies confirm that the strongest 
link with customer satisfaction is 


employee satisfaction and that it. 


takes twice as long to increase cus- 


tomer satisfaction as it did to deteri- 


orate. Benchmark studies also con- 


firm the value of progressive and 
participative human resource man-- 


agement practices in delivering 


‘results to the bottom line. Improved 


financial performance correlates 
directly with human resources prac- 


. tices that go beyond participative 


management into the widespread 


application of incentive-based com- 


pensation. | 

Canada Post recognizes the rela- 
tionship . between improved 
employee relations and the future 
success of the company and has 


-made it the first priority. It is making 


a.long-term commitment to provide 
employees with more timely infor- 
mation about.the direction of the 
company, greater responsibilities 
for making business decisions, and 
the training and development nec- 
essary for them. to be active in 
responding to the service and pro- 
ductivity objectives required to bet- 
ter serve Canada Post’s customers. 


Responding to our Customers 


CPC is committed to service excel-: 


lence by anticipating, responding 
to and exceeding customer expec- 
tations. 


Canada Post's long-term survival . 


depends in large part on its ability 


to change its business culture. 


Canada Post must be more cus- 


tomer responsive. It must be able to 
react quickly to changes in the mar- 
ketplace and take advantage of 
available business opportunities to 
provide customers with'services 


' that meet their changing needs. The 


Corporation must: reorient its focus 


| and restructure how it interacts with 


customers to ensure excellence in 


- all aspects of postal service. 


-Despite statistical evidence that’ 


“CPC's operating performance has 


improved significantly, research 
shows that many customers still find 
Canada Post difficult to deal with. 
Customers are demanding, and 


‘Canada Post is developing solutions 


to provide, better billing and invoic- 
ing, improved mail tracking services 
and more knowledgeable retail 


staff. 


Canada Post is changing its busi- 
ness practices and- culture to 
improve: the delivery of quality ser- 
vices. To do so, it.must dispel 
irnpressions of an old-style, inflexi- 
ble, monopolistic operation, and 


“prove to customers that it is a mod- 
‘ern, efficient, customer-driven, ser- 


vice-oriented organization. To’ 
accomplish this, Canada Post must 
demonstrate to its customers that it 


has changed, by continuing to 


evolve its services and by trans- 
forming the way it conducts busi- 
ness, including measuring levels of 
customer satisfaction. 


Improving Financial Performance 
Canada Post will earn sufficient 
returns to sustain and develop the 
business. 

Over the past five years Canada 
Post has operated, after adjusting for 
labour disruptions and real estate 
gains, at a break-even position and 
has depleted its cash position. 


Canada Post has used its cash, pro- - 


~ ceeds from real estate dispositions, 
borrowings and financing through 
operating leases to fund a signifi- 
cant program of investment to 
implement the required infrastruc- 
ture, revitalize its asset base and 


cover the cost of labour d isruptions.. . 


Revenue growth rates have 
slowed to the three per cent range 
and, as a result of economic condi- 
tions and mature products, real 


business growth is expected to be in’ 


the two to two and one-half. per 
cent range during this plan period, 
consistent with growth in the Gross 
Domestic Product. 

At the same time,. costs have 
increased beyond inflation. While 
wage settlement patterns have been 
within inflation in the past six years, 
total compensation has exceeded 
inflation over the same period, ‘pri- 


marily due to benefit. cost pressures. — 
While Canada Post has been able | 
to realize productivity improve- . 


~ ments averaging five per cent each 


year (méasured in pieces per hour 


paid), total cost productivity has 
improved one per cent due to 


increased labour costs per hour and 
investment-related pressures. 
Canada Post is expected to operate 
in a commercial environment on a 
self-sustaining basis and pay cash div- 
idends. CPC must be able to compete 


effectively in capital markets to sustain 
-business activity. As the Corporation 


has established that it will not signifi- 


_ cantly increase its debt structure, prof- 
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its must be sufficient to generate the 
cash resources required to finance 'it its 
investment activities. 

Canada Post Corporation reported 
a consolidated net loss of $69 million. 
in 1994/95. The net loss was $22 mil- 
lion unfavourable to plan, due pri- 
marily to the delay in rate action 
approval. In. 1995/96, CPC will 
achieve a consolidated net income of 
$26 million which will grow steadily 
over the plan period, reaching $184 
million in 1999/00. Pro forma finan- 
cial statements are presented on 
Tables 1, 2, and 3 of this document. 


If Basic Letter Rate 
_ had kept pace with CPI 


Actual Letter Rate 


Continuing to Provide Affordable 
Lettermail Rates 

Canada Post made a commitment 
in 1986 to maintain Lettermail rate 
increases within inflation. Over the 
period from 1982 to 1994, the 
basic letter rate has increased by 
only 43 per cent: while the 
Consumer Price Index has risen by 
65 per cent. 
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Providing affordable, universal 


_ and timely service is a formidable 


task, given the challenges posed by 
Canadian geography. and popula- 
tion density. However, Canada’s 
current letter rate remains among 
the lowest of major industrialized 
countries. ” 

In 1988/89, Canada Post report- 
ed its first of three consecutive prof- 
its, a significant turnaround from the 
losses incurred immediately before 
and after incorporation. ‘However, 
the conditions that supported this 
profit improvement have changed 
in the past five years. The opportu- 


Domestic Letter Rates - January 1995 (Canadian dollar equivalent) 
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nities for operational improvements 
that were achievable in the ‘80s are 
declining and demand significant 
restructuring or re-engineering. The 
business growth experienced in the 
‘80s disappeared with the econom- 
ic slowdown that began in 1990 
and from which the domestic econ- 
omy is just now recovering. The 
economic downturn and recent 
technological developments are 
causing the markets in which 
Canada Post competes to become 
increasingly competitive, providing 
a growing number of alternatives 
for customers. 

Looking forward, Canada Post 
expects the volume of Lettermail to 
continue to transfer to electronic 
alternatives as these alternatives 
become commercially viable. The 
resulting challenge will be how to 
effectively utilize the large; relative- 
ly fixed, physical distribution net- 
work that serves two per cent more 
points of delivery each year. The 
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Corporation must develop a new 
direction to improve profitability 
and grow the business. _ 

_ There are a number of. strate- 
gies that Canada Post is pursuing to 
address this issue, including: identi- 
fying opportunities to generate new 
business in its core services; pursu- 
ing non-traditional business growth 
opportunities in such areas as elec- 


tronic services; re-engineering the 


collection and delivery network; 
and, examining ways to capitalize 
on its wide-reaching corporate 
retail network to communicate and 
deliver federal government and 
commercial services. 


Getting Closer to the Customer 


Canada Post will build an environ- 
ment that promotes full employee 


participation. 

Decentralization is an.important 
step in improving CPC's relation- 
ship with customers and employees 
and, at the same time, realizing 


operational and administrative effi- 
ciencies. The Corporation will 
encourage employee involvement 
through greater delegation, decen- 
tralization and decision-making. By 
empowering employees, the 
Corporation will bring decision- 
making closer to the customer. 

The objective is to equip and 
empower all employees to manage 
themselves and their areas of 
responsibility, to use a common- 
sense approach to resolving service 
issues and to respond to customer 
needs immediately, without having 
to comply to untimely or compli- 
cated processes. 


. Services That Meet Our 


Customers’ Needs 
CPC will be a leader in introducing 
innovative services that anticipate 
and respond to customer needs. 
~. Canada Post will build on its 
core strengths to provide customers 
with the service offerings that meet 
their needs.. The emphasis in the 
short-term is the simplification of all 
aspects of CPC’s services to make 
them easier for customers to use. 
Throughout most of its history, 
Canada Post has been in the busi- 
ness of transferring information 
between people, businesses and 
governments through a complex 
physical network of mail processing 
plants, retail outlets, people and 
transportation services. With the 
convergence of computers, elec- 


Meee eee 


tronic communication and interac- 
tive television, Canada Post will 
position itself to deploy electronic 
network services that will comple- 
ment and.be integrated with its 
extensive physical network. Canada 
Post’s objective is to offer universal 
access to both physical and elec- 
tronic services. 


Communications Services ° 

The information transfer market in 
Canada continues to evolve with 
the acceptance and adoption of 
new technologies. This provides 
CPC with new challenges and 
opportunities. 


Communications Services 


Communications Services revenues as a percentage 
of 1994/95 consolidated revenues. 


The Corporation is already expe- 
riencing erosion of some Lettermail 
volumes to electronic funds trans- 
fer, automatic account debiting and 
electronic messaging such as fac- 
simile transmission and electronic 
mail. More affordable plain paper 

‘fax machines and the development 


of on-line services that:allow access 
to the electronic highway will con- 
tinue to evolve. Canada Post is 
responding to these new challenges 
and will create added value to the 
Canadian economy by participating 
in the changes. 

While the pace of conversion 
from hardcopy to electronic com- 
munications remains difficult to 
predict, the development of tech- 
nologies and capabilities has 
proven to be extremely rapid. The 
transition to. electronic communica- 
tions has revenue and service impli- 
cations for the Corporation and, 


equally important, impacts on 


Canadian consumers and small 
businesses who may not be suffi- 
ciently equipped electronically to 
merge independently onto the 
rapidly evolving electronic high- 
way. 

Although the threats to CPC’s 
core service are real, they must be 
addressed in a creative but sound 
business manner. The national 
infrastructure which allows Canada 
Post to serve all Canadians must be 
maintained to provide an afford- 


‘able, cost-effective communication 


option for consumers and business 
customers of all types, regardless of 
where in Canada they are located. 
Just as CPC has made universal, 
affordable and reliable delivery of 
mail possible for all Canadians and 
businesses, it has a role to play. in 
ensuring universality of service in 


an electronic industry that may not 
otherwise emerge on an equal 
access basis. Moreover, CPC has a 
competitive advantage on the infor- 
mation highway through its tradi- 
tional role as a trusted provider of 
secure and reasonable access to 
service. CPC can respond to the 
issue of privacy and protection of 
the anonymity of users by develop- 
ing its role as a directory provider 
and acting as a gateway between 
service users and service providers. 
In developing strategies for partic- 
ipation in the electronic highway, 
Canada Post will be defining for its 
customers the post office of the 
future: 


Goods Distribution Services. 

Trends to faster business cycles, 
lighter goods and less warehousing 
have supported a faster growth rate 
in small package services than in 
regular package freight business, 
which has tracked real Gross 


Goods Distribution Services 


Goods Distribution Services revenues as a percentage 
of 1994/95 consolidated revenues. 


Domestic Product for several 
decades. The sources of growth, 
however, are shifting. 

The maturing market for small 
goods movement in Canada and 
the U.S. has influenced major.sup- 
_pliers looking for growth opportuni- 
ties to raise weight limits significant- 
ly and include heavier items, to 
reach into Mexico (for direct growth 
and as a Catalyst into the rest of 
Latin America) as well as the Far 
East, and to offer additional services 
that more fully meet the evolving 
logistics requirements of their cus- 
tomers. 

Canada Post offers a variety of 
- parcel and courier distribution ser- 
vices. To increase its share of the 
market, Canada Post must support 
Canadian business by providing a 
comprehensive range of services at 
the best price — regardless of 
where companies or their cus- 
tomers are located. Increasingly, 
customers are looking for a single 
distributor to handle all their needs 
in an increasingly borderless mar- 
ket. Given its extensive domestic 
network and its international reach 
through GD Express Worldwide, 


' Canada Post is well positioned to 


_ respond. | 

The Corporation. must also 
broaden its range of services to 
compete with large integrated carri- 
ers who have been quick to devel- 
_op logistics management services 
now offered by virtually every non- 


postal competitor. Even within 


_postal administrations, there is rapid . 


movement towards logistics man- 
agement services. 

To take advantage of this new 
growth area, Canada Post will 
examine providing logistics man- 
agement services as an opportunity 
to capitalize on its capabilities and 
better serve the needs of its cus- 
tomers. 


Afvertising Support Services 

While revenues in the advertising 
market grew steadily in the last 
decade, growth in the 1990s has 
been much slower. There has been 
a shift away from traditional broad- 
reach media to multi-media cam- 
paigns that provide image, targeting 
and measurability, as advertisers 


look to optimize returns on their 


advertising costs. The fastest grow- 
ing media is expected to be tele- 
marketing and direct marketing. 


Advertising Support Services 


Advertising Support Services revenues as a percentage 
of 1994/95 consolidated revenues. 


American households generally 
receive three times more direct 
marketing mail than Canadian. It is 
forecast that Canadian advertising 
agencies will continue to expand’ 
into direct marketing and that, by 
1999, direct marketing will repre- 
sent the largest share of the advertis- 
ing market. This trend has the 
potential to significantly increase 
the volume of Addressed Admail as 
well as Business Reply Mail, parcels 
and Lettermail which form an inte- 
gral part of the mail order process. 

To maximize its share of this 
growing business, Canada Post 
must focus efforts on heightening 
awareness among direct marketers 
and particularly, advertising agen- 
cies, on the services it offers. CPC 
must leverage its experience in tar- 
geting and distribution to inform 
users of how they can use their 
advertising and promotions budgets 
more effectively by managing cus- 
tomer data bases and mailing lists. 

Unaddressed Admail remains a 
cost-effective and widely used 
medium in Canada today and 
Canada Post’s Unaddressed Admail 
service is expected to continue to 
grow slowly, despite strong compe- 
tition. However, the Corporation 
must address environmental con- 
cerns and severe price competition 
amongst distributors. 

A key issue that Canada Post 
must address is how to responsibly 
meet the needs of Canadian busi- 


nesses, associations, institutions and 
governments for a universal, com- 
prehensive delivery service provid- 
ing broad distribution advertising 
mail while balancing environmen- 
tal factors and respecting the wishes 
of some customers who want to 
limit the amount of advertising mail 
they receive. ; 


CPC’s Retail Presence 


Canada Post has the most extensive . 


‘retail network in Canada with some 
18,500 retail points of access. 
Canada Post needs to balance its 
responsibility to provide Canadians 
with access to postal services with 
its commercial mandate. 

Canada Post will capitalize on its 
wide-reaching network of corporate 


retail outlets to provide new ser- 


vices, including communicating 
and delivering federal. government 
services to Canadians. Within the 
framework of its mandate, CPC will 
explore opportunities to enhance 
the use of the retail network, name- 

ly: . 

e enhancing service delivery, par- 

ticularly in smaller communities; 

¢ ensuring all Canadians access to 
the benefits of the information 
highway; 

e offering small and medium-sized 
businesses better access to busi- 
ness communications, distribu- 
tion services and marketing 
information; and, 


® supporting major savings in gov- 
- ernment operations. a 

At the same time, Canada’ Post 
will examine opportunities to fur- 
ther diversify its retail offerings 
through new.commercial and 
financial agency services that com- 
plement existing postal service. 


Affiliated Companies 


Canada Post is a world leader in 
postal technology and mail f@om 
management services. Canada Post 
Systems Management Limited, a 


wholly owned subsidiary, markets . 


CPC’s management systems and 
postal technology to other postal 
administrations and organizations. 

Canada Post Corporation holds a 
75 per cent.interest in Purolator 
Courier Limited. Purolator Courier 
is the leading domestic courier 
company, delivering some 92 mil- 
lion time-sensitive pieces each year 
across Canada and abroad. It 
employs some 9,000 people.at 
more than 70 retail counters and 90 
terminals. Purolator Courier ensures 
reliable overnight service through a 
modern fleet of 45 aircraft and 
more than 3,500 vehicles. 

Canada Post is a shareholder in 
GD Express Worldwide, a joint- 
venture company (comprised of 
TNT Ltd. and the postal administra- 
tions of France, Germany, Holland 
and Sweden) established to market 
international courier.services. 


Together with 21 other major postal 
administrations, Canada Post is also 
a shareholder in the International 
Post Corporation (IPC) based in. 
Brussels, Belgium. The IPC actively 
promotes the development of 
international products and the qual- 
ity of international services. 


1995/96 Capital Budget ~~“ ; 


Canada Post has established a 
process for its investment program 
that lends greater rigour to decision- 
making. This process focuses efforts 
more intently on those projects 
offering the highest financial pay- 
back or having significant impact 
on corporate culture, and supports 
CPC’s future direction and strategic 
objectives. 

The 1995/96 Capital Budget is 
projected at $175 million, which is 


88 per cent of the level anticipated - 


for 1995/96 in the last Corporate 
Plan. 
Investment activity will focus on 
- improving customer access to CPC 
and its services. Through the 
Customer Access Strategy, which 
includes the Business Access 
Program, the Retail Renewal 
Program and the Telephone Access 
Program, Canada Post will improve 
the manner in which it serves its 


customers by suiting services to. 


their needs. 

Under the Business Access 
Program, Business Centres will be 
introduced to better serve the small 
and medium and home-based busi- 
ness segments of the market. 
Telemarketing and account servic- 
ing capabilities will be added to 
existing Customer Service Call 
Centres to support both small and 
large business. | 

The Retail Renewal Program will 
re-engineer the business systems 


and processes supporting the retail 
network to create an automated, 
integrated end-to-end infrastructure. 
These changes will improve 
counter operations and enhance 
customer convenience while at the 
same time satisfying the 
Corporation’s management require- 
ments. 

In the mail collection and deliv- 
ery area, investment will fund a 
number of projects to enhance the 
economics of CPC’s two highest- 
cost delivery methods: letter carriers 
and mail services couriers. These 
operations will be combined as 
motorized mail couriers in lower- 
density urban areas. The imple- 
mentation of motorized mail couri- 
ers will provide for consolidated 
delivery of a number of services 
and increase efficiency in the use of 
resources. | 

' Investment in the mail process- 
ing and distribution network will 
fund initiatives to install and 
enhance new processing equip- 
ment, to rationalize the current 
plant network and to increase the 
volume of mail handled in contain- 
ers rather than bags. 

Another of Canada Post’s major 
projects is its involvement in the 
UBI consortium. Through UBI, the 
Corporation will offer customers a 
variety of postal services including 
addressed and targeted advertising, 


“commercial and personal electronic 


mail, electronic order fulfilment, 
and parcel delivery of products pur- 
chased from other suppliers. 

In addition, maintenance invest- 
ment will ensure the operations 
asset base is protected. The largest 
component of this maintenance 
program is the planned investment 
for delivery infrastructure which is 
to install kiosks, miniparks, and 


‘community mail boxes to support 


network growth in points of deliv- 
ery. Also included is. real estate 
maintenance to provide for the nec- 
essary capital improvements to 
maintain buildings and related 
assets. 
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Table 1 


Consolidated Pro Forma Statement of Income and Retained Earnings 


Year ended ‘ae Actual Actual . 

(in millions of dollars) 1994 1995 1996 1997 1998 1999 2000 
Revenue from operations , 4,115 4,743 5,029 5,133 5,369 5,592 5,830 

Cost of operations 4, ce 4,774. 4, =e 5,012 5,194 5,381 5, 
Income (loss) from operations & Is 1 ss 175 211 

Other income 4 8 7 ; 

Other expense ail * re 3 39 22 28 
Minority interest 0 0 0 0 0 2 6 
Income taxes ‘ on 5 1 4 14 16 © 19° 

Net income (loss) (270) (69) ° 26 Th 126 179 184 


Retained earnings (deficit) 
Beginning of year . (18) (288) (357) (331) (254) (128) ] 
Dividends 0) 6) 6) as O (50) (72) 


End of year (288) (357), (331) ~— (254) _~—s (128) 1 113 


Table 2 


Consolidated Pro Forma Statement of Changes in Financial Position } 


Year ended he Actual Actual 

(in millions of dollars). - 1994 1995 1996 . 1997 1998 1999 2000 
Cash provided by (used for) 

Operating activities 114 126 169 3172 = Abs, 2307. 
Financing activities. (6) 0 0 0 (80) 0 0 
Dividends 0 0 0 isis D4 GON) 
Investment activities (40)s. (t53)— (190), 252). 2375" 11258)" e778) 
Increase (decrease) in | 

cash and cash equivalents. (32) (27) (21) 65 150 (1), 67 
Cash and cash equivalents 

at beginning of year 63 31 4 (17) 48 198 197 
Cash and cash equivalents 

at end of y ear 31 4 (17) 48 198 197 264 


Note: Cash and cash equivalents consist of cash and short-term investments net of short-term borrowings. 


Table 3 


Consolidated Pro Forma Balance Sheet 


Year ended | Actual Actual 

(in millions of dollars) 1994 1995 1996 1997 1998 1999 2000 
Assets ; 

Current assets 374 354 328 379 BAe SOG. 755 
Segregated cash and investments 187 216 250 284 320 358 299) 
Capital assets L842. 1,793" 783° 1,798). e077 ete 9126 
Other assets. pak 210 201 kos. koe 185 188 192 


2,613 2,564 2,544 2655 2,859 2,978 3,172 


Liabilities & Shareholder Equi ! 


Current liabilities 899 889 - 803 795 908 849 ~=—s- 873 
Long-term debt 279 279 279 LID 199 199 199 
Employee termination benefits _ _ 3665 2..396 438 480 525 572 624 
Minority interest ; 0 Se 0 0 2 8 
Shareholder equity 1,067 993. -.1,024 SOs 1227" 1356: #1466 


2,613 2,564 2,544 2655 2,859 2,978 3,172 
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